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Dear Applicant: 

We have* considered your appl icat ion fo r  tax-exempt s t a t u s  under sec t ion  
501 (c) (3) of  t h e  In te rna l  Revenue Code. 

The *******  ** sented disclose* * * *  **** organization was formed on 
********* *  **** i n  t he  S t a t e  o f  **** ********  . 

The purpose f o r  which the  organizat ion was formed are as follows: 

I1To maintain,  repa i r ,  and replace a11 port ions o f  the common areas  a t  
t h e  Association expense." 

The information submitted with your appl ica t ion  1023 j-ndicates t h a t  your 
primary z c t i v i t y  cons i s t s  of paying a l l  exepenses incurred t o  t h e  ******  
Units,  such a s  insurance, maintenance, gardening, pool, e t c  . Reserve 
money is t o  be used f o r  driveway r epa i r s ,  pool l i n e r ,  pool r epa i r s ,  o r  any 
fees which may r e s u l t  i n  running t h e  condorrr.r.-~iums. 

Section 501(c)(3) of t h e  Code prcvides,  i n  p a r t ,  f o r  t h e  exemption from 
Federal income t ax  of organizations organized and operated exclusively f o r  
char i tab le ,  re!.igious, s c i e n t i f i c  o r  educational purposes, no pa r t  of t h e  
ne t  earnings of which inures  t o  t he  benef i t  of any p r iva t e  shareholder o r  
individual .  

In order t o  qua l i fy  under IRC 50 l ( c ) (3 ) ,  an organjzation must be both 
vorganizedl' and "operated" exclusively f o r  one o r  more purposes specif ied - 
i n  t h a t  sec t icn .  If t he  organization f a i l s  t o  meet e i t h e r  the  
organizat ional  t e s t  o r  the  operat ional  test, it is not exempt. (Regs. 
1 O c  3 - a  1 )  . The organizat ional  t e s t  r e l a t e s  t o  the  ru l e s  fo r  
governing an  organization and the  purposes s t a t ed  i n  its a r t i c l e s  of  
organization. The operational t e s t  r e l a t e s  t o  t he  organization's 
a c t i v i t i e s .  



Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( c ) ( l )  of the  Regulations s t a t e s  t h a t  i f  more than an  
insubstant ia l .  pa r t  of an organ iza t ion ' s  a c t i v i t i e s  i s  not i n  fur therance of 
exempt purposes, the  organizat ion w i l l  not be regarded a s  exempt. 

In S e t t e r  Business Bureau v. U.S., 326 U S .  279 (1945), the  Supreme Court 
s t a t e d  t h a t  t h e  ~ r e s e n c e  of even a s i n q l e ,  non-exem~t purpose, i f  more than 
i n subs t an t i a l  i n  'nature ,  w i l l  de fea t  exemption under' s ec t i on  501(c) (3) of t h e  
CcJe, regard less  of the manner o r  importance of t he  t r u l y  exempt 
purposes. Sect ion 1.501(c) (3)- l (d)  (1) ( i i )  of t he  Regulations provides, i n  pa r t ,  
t h a t  an organizat ion is not organized o r  operated ~ x c l u s i v e l y  f o r  one o r  more 
of the purposes mentioned i n  s ec t i on  501(c)(3) of the  Code unless it se rves  a 
publ ic  r a t h e r  than  a p r iva t e  i n t e r e s t .  An organizztion may not be exempt i f  
i t  is  operated fox the  benef i t  of p r i va t e  i ~ d i v i d u n ' s .  

Section 1 ; 5 0 l ( c >  (3) - l (d>  (1) ( i i )  of t he  Regulations prolrides, i n  p a r t ,  t h a t  an 
organizat ion is  not organized o r  o e ra ted  exclusively f o r  one o r  more of the 
purposes mentioned i n  s ec t i on  SOl(c ! (3) of t h e  Code unless  it serves  a public 
r a t h e r  than a p r i v a t e  i n t e r e s t .  An organization may not be exempt i f  it is 
operated f o r  the benef i t  of p r i vz t e  ind iv idua ls .  

Sect ion 1.5Ol(c)(3)-l(d)(2) o f  the  Regulations provides t h a t  t h e  term 
nchar i tab le t s  inc ludes  relief of the  poor and d i s t r e s sed ,  advancement of 
education snd science and t h e  promntion of s o c i a l  wzlfare designed t o  
accomplish any of t h e  above purposes. 

Sect ion 1.501(c)(3)-l(b)(4) of  t h e  Regulations s t a t e s  t h a t  "an organizat ion is 
not  organized exclusively for  one o r  more exempt purposes unless  its a s s e t s  
a r e  dedicated t o  an exempt pu.rpose. An organizat ion 's  a s s e t s  w i l l  be 
considered dedicated t o  an exemp c purpose, f o r  example, i t  upon d i s so lu t i on ,  
such a s s e t s  would, by reason of a provision i n  the  organizat ion 's  a r t i c l e s  o r  
by operat ion of  law, be  distribute^ for  one o r  mose exempt purposes, o r  t o  t h e  
Federal. government, o r  t o  a S t a t e  o r  l o c a l  government, f o r  a publ ic  purpose, 
o r  would be d i s t r i b u t e d  by a cou r t  t o  another organization t o  be used i n  such 
manner a s  i r ,  t h e  judgment o f  t h e  court  w i l l  bes t  accomplish t he  general  
puiposes f o r  which t he  dissolved organizat ion was organized. However, an 
organizat ion does not meet the organizat ional  test i f  its a r t i c l e s  o r  t he  law 
of  the  S t a t e  i n  which it was created provide t h a t  its a s s e t s  would, upon 
d i s s o l ~ t i o n ,  be d i s t r i bu t ed  t o  i ts  members o r  shareholders." 

Acco:dingly, we conclude t h a t  you do not meet t h e  app l ica t ion  requirements f o r  
exempi. s t e t u s  under sec t ion  501(c)(3) of  the  Code. You a l s o  f a i l  t o  meet t he  
organ iza t iona l  t e s t  s i nce  your purposes a r e  borader than those within t he  
purview o f  Sect ion 501(c)(3) of t h e  Code. 



You a r e  required t o  f i l e  a t axab le  r e tu rn  Form 13.20 o r  1041 with t h e  District 
Director  of I n t e r n a l  Revenue Service.  Please send t h e  r e t u r n  t o  t h e  I n t e r n s l  
Revenue Service ,  P.O. Box 1680, General Post a f f i c e ,  Brooklyn, NY 11202. 

Contr ibut ions  made t o  you a r e  n o t  deduct ible  by t h e  donors a s  cha r i t ab l e  
c o n t r i b u t i o ~ l s  a s  def ined i n  s ec t i on  :'/O(c) of t h e  Code. 

~f you do not  agree with t h i s  determination you may p ro t e s t  i n  accordance w i t t -  
t h e  enclosed i n s t r u c t i o n s  witliin 30 days. 

P ro t e s t s  submitted whic'li do not contain  a l l  t h e  docume~;t.ation s t a t e d  i n  t h e  
i n s t r u c t i o n s  w i l l  be i-et1!rned f o r  completions. 

If we do not  hear from you within t h a t  time t h i s  determination w i l l  be 
considered f i n a l  cind the appropria te  S t a t e  Of f i c i a l s  w i l l  be no t i f i ed .  

IP you do not  p r o t e s t  t h i s  proposed determination i n  a t imely manner, i t  w i l l  
be considered by t h e  In t e rna l  Revenue Service as a f a i l u r e  t o  exhaust 
ava i l ab l e  adminis t ra t ive  remedies. Sect ion 7428(b)(2) o f  t h e  In t e rna l  Revenue 
Code provides i n  p a r t  t h a t  "A dec la ra tory  judgment o r  decree under t h i s  
s ec t i on  s h a l l  not he issued i n  any proceeding unless the Tax Court, t h e  Claims 
Court, o r  t h e  d i s t r i c t  court  o f  t h e  United S t a t e s  for t h e  District of  Columbia 
determines cha t  t h e  organizat ion involved has exhausted adminis t ra t ive  
remedies a v a i l a b l e  t o  it within the In t e rna l  Revenue Service.  

Sincerely  yours, 

D i s t r i c t  Director 

Enclosure: Publ icat ion 892 


